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about 4 million pounds compared with the pre-war
average.
Another important field of operations for London's
banking houses is the short-term financing of world
trading transactions. Whoever wishes to purchase
goods abroad but is unable, or unwilling, for one or
more of the many usual reasons, which need not be
discussed in detail here, to pay for them at once, can
approach one of these commercial banking houses with
the request that it should endorse his guarantee.
The process and the technique adopted can be under-
stood best from a simple example. A Swedish importer
proposes to buy silk from a Japanese firm. The
importer wishes to pay on delivery, whilst the exporter
wants payment on shipment. All the Swedish importer
has to do now is to make a written promise to pay
within three months and to ask one of the London
commercial banks to endorse it. If the bank agrees to
do so this has the effect of turning the Swedish
importer's written promise to pay into the equivalent
of cash, and as such it could be sold at once on the
London market.
The technical operation was as follows : The Swedish
importer made out a three-months bill of exchange for
the Japanese exporter. This bill was accepted by one
of the London commercial banks, i.e. by endorsement
it rendered itself liable for the amount of the bill, and
through its own bank the Japanese firm was then able
to sell the bill on the London market.
In this way export business is still being financed
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